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PROCEEDINGS

CHAIRMAN BURG: We will proceed, if Mr.
Feldstein is prepared to.
Whereupon,

ALLEN COOPER
resuned as .the witness, amdhavind previously becen duly sworn,
wa; examined and testified further as follows:
CROSS EXAMINATION
BY MR. FELDSTEIN:
Q Mr. Cooper, when we left off yesterday, ' I

believe I had concluded my questioning of you wifh regard
to the scheme and form, to imply the scheme.

I was ready to move to questioning in some other
areas. In your testimony, Mr. Cooper, you made a point
of stating that there were ways in which cable systems
could add DSs. You really didn't seem tc be so concerned
about DSs per se. They were adding programming without
payment cf additional copyright. Is that the thrust?

A Yes.
As far -as cable households is concerned, they

are subscribing for programs but not signals.

Q The addition of the DS, if the royalty fee

per subscriber kept up with inflation under your hypotheticals,

would not cause additional copyright payment for . that

additional signal per se? e .

HAccuzate cd?qboztbyg' C?o” The.
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A Would you try that again, please, Mr. Feldstein?

Q Yes. You had a hypothetical where you showed
that a cable system adding two DSs had a royalty fee per
subscriber increase which exceeded inflation. Therefore,
you stated that there wculd.be no surcharge and the copyright
holder would lose out.

) A That is trué. The extent to which it exceeded
inflation is the only part that bothered me. As I recall,
the figures were almost identical. The inflation rate in
the percentage increase and the percentage increase in the
royalty fee were almost identical. I think it was 40-45 per
cent percentage of inflation.

0 Mr;_Cooper, if a cable systemcarried an end
signal from a diséant location, how many DSE would that be?

A 1.0.

0 If that DS was on the air for 5 hours a day,
how many DSs would that be?

A It would be one full DSE.

Q- What if that station increased its hours to
become a 24-hour a day station?

A It would be on full DSE.

Q Isn't there more programming time €oming to
subscribers' homes?

A That's true.

Q Isn't therc less copyright being paid per ?rogram

HAccurate cﬁ?qpoztbgy' Cjo” Ihe.
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by- the cable system?

A It would be more ccpyright per hour of
programming if the show were on 15 hours a day.

Q If there was an increase of programming there
would be a decrease in the amount of ceopyright per program?

A In the payment per hour per program.

Q Thus the payment is geared to signals, not
programs, is that correct?

A The statute refers to signals. I refer to
programs because that is essentially distributed by the
signals and what the subscribers are paying for.

Q But you have just stated that the statute speaks
terms of a copyright payment per signal?

. -

A That is correct.

Q Thank you.

Now, when you read various portions of the
statute to us, there was one portion of the adjustment,
subsection 804. Excuse me, Section 801.

You read it. You stated that, or if you did not
read it, I will read it. "No increase in the royalty fee
will be permitted based on fee reductions in the average
number of DSE equivalents per subscriber."

You strongly urged upon the Tribunal yesterday
Mr. Cooper, as I recollect, that if there were ' an increase

in DSEs that likewise should be discounted, is that correct?

HAccuzate (:/Qe/bozﬁng' Co., The.
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Is that a correct characterization of your
testimony?

A No, it is not correct. I stated an increase
in the bSE and the royalty payments therefore should be
considered an offset agains? a reduction in the value of the
dollar.

) Q Well, I think you have stated what I said in
different words. The statute says that an increase in the
royalty fee; a factor in the increase in the royalty fee can
not be based on the reduction in DSEs. )

A Mr. Feldstein, I reviewed it, and again you
were right yvesterday in challenging my legal status. I look
at that section you just quoted, and consider the converse
to be equally signifi;ant.

Q Is the converse point the one that you were
making yesterday?

A Yes. No decrease in the royalty fee will be
permitted based on the increase in the number of DSEs per
subscriber.

Q Since Congress said no increase could be based
on a reduction, could they not also have said that no
decrease could be based on an increase in DSEs?

A I think having said one, nevertheless also

said the other. By having said one, they have also said the

other.

HAccurate cﬁ&?ozﬂbg' Cb” Tne.
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Q That is interesting, another one of the --

Another one that you challenge was the shift

4

through interim growth of a system from one of the two who

paid Form 1 or Form 2 categories to own a DSE, or Form 3

category, is that correct?

A That is correct.
Q If the copyright --
A If I may expand one sentence on that. It is

my.conclusion as a system increases, in its gross receipts,
that it is not perpetually entitled to the small system
exemption shown.

Q That is obvious from the construction of the
statute. The fact is the 'system allows for small system exemp-
tions. It has a structure with small and férge systems,

) If a system, Mr. Cooper, was paying a nickle
or a dime per subscriber as a royalty fee under small
system exemption and it grew to the point where it was now a
Form 3 system and suddenly leaped, as the data has shown

they do, to a payment somewhere in the nature of close to

$50 per semi-annual period, they have leaped a significant

i quantum of the payment per subscriber, is that correct?

A That is certainly correct.
Q Isn't the copyright holder getting more money

assuming the same number of DSEs equivalents? 'Hasn't his

royalty fee per subscriber for that system increased mafginally?

Hccurate cﬁ?qboztby;' Clz, The.
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A Yes, it would have.

Q Mr. Cooper, you have challenged yet another
fact or we might exhibit to an increase in the royalty fee
per subscriber, namely the revenue from.additional television
sets in a subscriber's home. You have stated that only first
set revenues should be included. Is that correct?

i A In what?

Q The calculations of the increase in revenues as

an offset against inflation.

A Yes. On the first set subscCriber revenues to

determine whether or not the copyright owners' payments

have been eroded by inflation. Subscriptions. This is consistent

with the interpretation of the Copyright Royalty Tribunal.
Q ) Of - the Copyright Royalty Tribunal?
A Yes.

COMMISSIONER BRENNAN: How do you make that
interpretation?

THE WITNESS: From the guestions in your CRT
survey.

COMMISSIONER BRENNAN: I am aware of the
guestionnaire, but I am not aware that we made an interpreta-
tion as to what is relevant.

THE WITNESS: Mr. Brennan, I certainly would not
argue on that. It would seem to me that you prepared the

questionnaire to obtain information relevant to this

proceeding.

| HAccurate c%&?ozﬁhg'(ﬁz, ne.

(202) 726-3801




10

11

12

13

14

15

16

17

18

18

20

21

22

23

24

25

10

The question you asked of the cable systems
related to the change in the first set rates.

COMMISSIONER BRENNAN: Are you not sugéesting that
anything omitted clearly is not relevant to the proceeding?

THE WITNESS: I couldn't tell what was omitted,
sir.

BY MR. FELDSTEIN:

Q The Act, Mr. Cooper, refers to rates charged cable
subscribers for basic services. Are you reading second set,
additional set revenueé out 0f the reveniues from the basic
services? -

A I am including them in the gross receipts calcu-
lations. I would exclude them from the determination as to

whether or not cable system rates have kept up with the

changes in the value of the dollar.

Q Doesn't.Congress pay Copyright Office revenues?
A Yes.
Q You would exclude them from their calculations

although they pay?

A Yes. I wouid.

Q Mr. Cooper, didn't you include them on
Copyright Exhibit rebuttal 4 when you were attempting to
change around the NCTA 1976 figures?

A Let me look.

Q That is R-4, page 3. You added 40-1/2 cents to

HAccurate cﬁ&¢ozﬁpg'611, The.
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the first cent rate.
_ A The reason for that, Mr. Feldstein, is that
%the reference there are total copyright payments that would
have been made by cable éystems in 1976 if the Act would

have been in effect then. Those total copyright payments

gréss receipts from second sets and other sourceé that are
included in the basic services.

Q Thus would you include them there?' You would
make cable operators still pay copyright on them. You would
exclude them as a factor in comparing '76 with '807?

A I believe th;t interpretation would be totally
consistent and proper to the statute.

Q . Does the statute talk about first or second
set revenues?

A The statute® refers to the basic services of
providing secondary transmissions to subscribers. To me,
the basic service as I have interpreted it, is wiring a home

so that it can receive cable transmissions. That is

therefore the first set rate.

Q Payment under Section 111, Mr. Cooper, is based

on percentage of the gross receipts from subscribers to the

cable services, to the basic services. Is that correct?
A Yes. It is correct.
Q So, it is included in the basic service in the

statute for payment, but you would exclude it from the

HAccurate c#?qbothyy' C}x, Ihe.
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!

jof account. But my impression is that the number has in-

adjustment?

A I am referring to the statute or language that
says, as I recall, that the basic services of providing
secondary transmissions to households --

Q I would interpret to you, Mr. Cooper, that the
language in both areas is a similafity which can not be
evaded.

A I was referring specifically to the language that
dedls with this proceeding. It says if a rate charged cable
system subscribers for éasic services, if providing
secondary transmissions are changed, et cetera, this is on
page 127 of the Commerce Clearing House. Section 801.

Q Mr. Cooper, in your rebuttal exhibit number 2,
which is entitled "How to Add DSEs," would the royalty
payment --

A I have it now.

Q Mr. Cooper, do you have, and I realize there is
a hypothetical in any data on the increase in DSEs from
1976 through 197972

A Mr. Feldstein, I don't know how many DSEs, cablesyst
carried in 1976. So, I couldn't respond to that.

0 How about in 18797

A There were 1978, the figure was about 2.6. We'have

not even started really our analysis of the 1979 statements

creased.

HAccurate cd?qbozthy;' C]z, The.
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0 Mr. Cooper, are you aware that in the periﬁd
1976-1979 there were in place some rather stringent
limitations on the number of DSs which a cable system
could carry? |

A Only with relationship to some cable systems,
not to the totalindustry. Most cable systems were not
restricted with respect to the number o% DSs . they could
carry.

Q Mr. Cooper, do you know which cable systems

were not restricted?

A Which ones were not restricted?
0 Yes.
A Primarily systems serving smaller markets

or outside all TV markets. If ydou are to‘:insert grandfather
systems in larger markets. .

Q Mr. Cooper, could a grandfather system have
the DSs if it was in a television market?

A Not if it exceeded FCC regulations.

Q - Does "grandfather" mean they could only carry thos
they carried prior to the rules?’

A In those markets where DS restrictions --

Q Mr. Cooper, were there DS restrictions
in every television market?

A No, sir.

Q What television markets were there not

television restrictions, Mr. Cooper?

HAccuzate cd?qpoztbyg Co., Jne
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1 A It is my impression that any cable system
2 with fewer than 1,000 subscribers, no restrictions applied.
3 0 But for cable systems with more than 1;000
4 subscribers, which were located in any television market,
5 were there restrictions?
6 A Yes, there were. I think that the 1,000
7 subscribers limit effectively removed, if I recall, 40-50
8 . per cent of the cable systems in the éountry from any
9 restrictions regardless of which market.
10 0 Are we talking about DSE systems here?
11 A They are not.
12 Q Are we taiking about DSE systems here?
- 13 A In R-2 we are.
g | 0 Would ény'cable system with 1,000 subscribers
5 ? be one of those?
5 | A I have said they would not.
- E Q They are not relevant.
5 A They could be in Alaska.
| o ! Q I am asking about DSE systems.
19
E A Yes. I am saying cable systems in Alaska
“ é could be a DSE system with 1,000 subscribers. You asked me
21 |
; if any -- I answered.
22 .
i Q Are you therefore stating that the vast bulk
23 f not all of cable systems which pay in a DSE basis, and were
2 E located in television markets had DS restrictions from
% E 1976-1979.
% HAccuzate cﬂ?@bozthyg Cjoq Tne.
: : (202) 726.3801
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A I would.
Q If they had restrictions from '76 to '79,

could they have added these 2 DSs that you have postulated?

:\ Between '76 and '79 they could not have.
0 Thus your hypofhetical is an extreme and unlikely
case.
B A Not at all. My hypothetical is a hYpothetical

case. It reflects the fact that the FCC has acted to
eliminate totally from all systems the reétrictions on DS
carriage.

0 Does it reflect the fact that existed between
18976 and January 1, 19792

A It does not.

Q Is this one of your analyses that flits on
the margin?

A It is not.

Q You are trying to move a hypothetical into an or

as if it was a real life illustration.

A . It is not a real life one.

Q Not as of January 1, 1980.

A Thank you

Q Mr. Cooper, I would like to refer to now an

exhibit entitled Copyright Owners' Exhibit—2. It is not
Exhibit 2. It is in Exhibit 2, introduced on ‘page 88 of the-
October 2 transcript. I'm sorry. Page 86 of the October 2

transcript.

Hecurate cﬂ?gboszy; Clz, Tne.
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A That is Dublin subscriber system?
Q i No, Exhibit 2 is entitled "Long Form Systems."
It was introduced by counsel, Mr. Attaway, during hig Cross
examination of Ms.Beales in that day.
A May I see the exhibit, Mr. Feldstein?
MR. FELDSTEIN: I have instructed the counsel

to tell the witness to ignore the scarrulous marks on the

exhibit.
THE WITNESS: There is Copyight Owners' Exhibit 2.
MR. FELDST&IN: Yes.
BY MR. FELDSTEIN:
Q Would you turn td the, on both first pages and the

second page, there are references to the numbers.
A Are you speaking about the second page beginning
Copyright Owners' Exhibit 37

Q Yes. They were numbered separately. That

is correct. ~There are references to the number of DSE equiva-

lents in '76 and '79.
A Those were the figures from the NCTA provisions.
Q Mr. Cooper, you admitted a moment ago to me
that you had no reliable data of your own in 1976 and 1979
DSEs. Is that correct?
A That is correct. We relied upon NCTA ﬁaterial.
Q Mr. Cooper, did you recollect that NCTA

evidence that the number of DSEs in '79 was 2.97?

HAccuzate cﬁ?qboth@g Cfo” The.
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A We took that figure and used it in this Exhibit.
Q Do you remember how NCTA introduced it and

what it said?

A It referred to an increase in DSEs. One of your
exhibits that dealt with an increase in DSEs from 1978 -- oOne
to 1979 orxr two.

B Q Do you remember how many systems were used to
total all that? To come up with that figure?

A For the 1979, two tabulations, I believe you
referenced the use of all statements &f account in the
public files at the Copyright Office, and presumably
for Form 3 systems that number should have been about a
thousand.

Q I could supply the page number for the record.

However, the Exhibit stated that this was done on a sample,

and only 19 DES systems were used.

A 1979, two.
Q Correct.
A . One moment please, Mr. Feldstein. I am trying

to recall. I believe that your witnesses have testified

to a complete tabulation of the 1979-2 statements of account.
This is the reason I responded that way. I would be
surprised if you did a complete tabulation of 1979-2 as
testified that you would have based this figure on the 19 or

fewer systems that were in the hundred-station sample.

Hecuzate cd?qposzyg Cfo” The.
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Let me verify that. I don't want to ask you questions. I
will check. .

Q We will go on  from ﬁhat point. It was a
hundred system sample. On some of which were DSE systems.

In any event, Mr. Cooper, thus you took the two-point

nine from the NCTA Exhibit, correct?

b A Yes. And the 2.5.
Q You took the 2.5 from where?
A The NCTA Exhibit.
Q The exhibft or was it back in the May file, Mr.
Cooperx?
A It was in the May file. It was also implied

in the calculations of the copyright fees paid by the Form 3
systems in your current filing in this proceeding.

Q Mr. Cooéer, I would réfer you to the portion
of the item and exhibits where Ms. Beales did calculate

the 1976 copyright payments. You recollect that she did

it the reverse. You recollect that she calculated what the

small systems would pay and then subtracted?
Is that not what she didz
A I think that is what she testified to. Yes.
0 Thus, she never testified to or did she have to
testify to the number of DSEs in 1976, is that correct?
A Presumably, in developing the data by the
subtractive process, she would not have had to rely upon the

2.5 DSEs estimate.

HAccurate cﬂ?qbozthyy Clz, Tne.
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1 0 Mr. Cooper, in making your calculations
2 herg, you appear to have used 2 factors as factors for
3 the increase in the royalty payment per subscriber. .Higher
4 basic re&enues and increase in DSEs. Is that correct?
S A Yes.
6 Q Did not NCTA state that it believed that there
7 werle gt least two other factors which might have exhibited
8 '~ total increase in the royalty fee pef subscriber?
9 : Namely, additional set revenues and a shift
10 from category to categdfy?
11 A I am trying to stay with this example, which
12 deals with long form cable systems. I am assuming there
13 was no shHift between 1976 and 1979 for that system.

- 14 Q Assuming that to be the case, 'what percentage of
15 i the increzse might have beeﬁ due to increase in additional set
16 E revenues?

. A My calculations and examinations of statements
‘ 8 i of account suggest that additional set revenues for the

5 | average large system represent perhaps less than five per

i cent of the total gross receipts. So since there were addition
20

f al sets in 1976 and if the gross receipts in 1979 is still
21 |

§ under five percent, it is a very small factor.
= Q In Copyright Owners' R-4, you did sho& an
“ increase. You showed additional set renewals in.the
;{ é neighborhood of approximately 7 per cent or slightly over,
35 | :

E is that correct?

g HAccuzate cj?qbosz?g CI#, Ine.

: (202} 726.3801




10

11

13

14

15

16

17

18

19

20

21

22

23

24

25

A Well --

0 Your 40 and a half cents on top of $6.69?
A That is correct.
o) Back to your Copyright Owners' Exhibit 3. You

have assumed the increase period, thus in your Copyright Owners'
Exhibit 3, you have simply assumed the increase.in rovalty

fee per subscriber was due to simply two factors, higher basic
revenues as you defined it, and additional DSEs.

A That is correct.

Q The bottom line, in that Exhibit, postulates
the percentage and increase due to higher basic revenues is
17.3 per cent; is that correct?

A That is correct.

Q Does not your own exhibit taken .from the Copyright
Royalty Tribunal guestionnaire show tﬁat the increase in basic
revenues through the charges that cable systems make for
the basic services was in the neighborhood of 15 per cent?

A No.

That was just the increase in the first set rate.
I don't know anything about the total gross receipts for CRT
survey.

Q We are talking about, not about total gross receipts
but royalty payment per subscriber. What you could attribute
the increase in royalty payment per subscriber to.

A What factors went into that incrgase?

Q- Right.

HAecurate chqboszy; Cjo" Tne.

(202) 726-3801




o3 19 21

A Included in thaﬁ'would be an increase in the

. : first set subscriber rate plus these othexr factors which you

’ imputed plus a change in DSEs.

* Q But in attempting to divide them out, you have

° divided that entire increase simply into two parts? 1Is that

6 correct?

7 ) A I don't believe it is correct, Mr. Feldstein. We
; 8 have used, to the best extent of my kno&ledge, for the gross
‘h g

revenues for basic service receipts, from all sources, not only

| 10 | from the first set.

iy Q We were dealing with Copyright Owners' Exhibit
: 12 2 of gross revenues from all sources.

‘ 13 A That is certainly the case in terms of or as

14 indicated in our footnotes on Copyright Owners' Exhiﬁit 2.
15 Q Mr. Cooper, let me return now to the copyright

18 owners' exhibit R-7. It is your attempted reworking of the

rebuttal, one of the NCTA, the Times-Mirror information

18 you have shown, and no one has denied that the fact book

19 data for 1980 and for 1976 lags behind up-to-date data. Is
! that correct?
20
A That is certainly correct.
21 |
| Q You stated yesterday that that was your, I believe, .
22 : :
T present point, in doing this. Was that not one of your present
23
points?
24
A It is one of threeégéasons we had.
25 ’

Hccuzate cﬁ?qbozthyy Cfov Tne.
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Q You pointed out yesterday on both exhibits
to explain that you felt that there some unexplained
anomalies in data -~ provided by Times Mirror and by the fact

3

book with regard to the number of subscribers in 1980.
Is that correct?
A I would just like to reserve the word anomalies

to déal with the interpretation of the Act rather than these

variations.
Q I am interpreting the exhibit, not the Act.
A I understand that.
Q Mr. Cooper, would you read at the top what it

says in terms of what Times-Mirror has given you?

A Times-Mirror cable television franchises.

Q Please stop-right there. It said franchises?
A This is franchises.

Q Does it say cable systems?

A Is there a difference?

0 These 12 franchises, Mr. Feldstein, were

referenced by Mr. Collins.

Q Mr. Young.

A Excuse me. To the extent that there were cable
systems where there was not, were in addition to ﬁheir
beginning rate regulation. There was no problem in terms of
the units that comprised the franchise. He differentiated
these cable systems from all others because there were not

community problems whereever some communities were regulated and

HAccurate cd?qbozthy; Cll, Tne
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23
some were unregulated.
Q My question was, Mr. Cooper, and I ask it again,

is there a difference between a franchise and a cable system?

A There certainly could be.
Q What would that difference be?
A If you were dealing with an individual franchised

area, a cable system could be composed of, or could serve
é number of communities through a commén head end. Each of
those communities could require a separate franchise.

Q Thus one cable system could be composed of several
franchised areas?

A That is certainly true.

Q In reporting the number of subscribers, does the

fact book give the numbers by systemé or by franchise? |

A By cable systems.

Q By system?

A Yes.

Q On your exhibit, Mr. Cooper, you show four
situations. Ironton, Ohio. Sorry, three. Ironton, Ohio, Wil-

liamsport, Pennsylvania, Los Verdes, California. This is where
the fact book with presumably earlier data shows more subscribers

than Mr. Young claims Times-Mirror had on September 1, 1980.

Is that correct?
A For those three listings, yes.

Q Did you check the fact book to see whether this
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was a single franchise system or a multiple franchise system?

A I couldn't tell that from the fact book. What
the fact book lists, Mr. Feldstein, are the communities
served by the cable systems. There is nothing that I could
say in Ferms of fact book listings or in the statements of
account for those three systems that differentiated them from the
othe£ nine. In every instance, the statement of éccount for
these cable systems for these listings,‘showed multiple listings

served. I would assume each community is seéarately

franchised.

Q If you.look at the title again, Mr. Young's

-exhibit, where it says, "Franchise," you did explain yesterday,

he put down the number of subscribers for Williamsport €Gommunity
only.

A You reported to us that is what he had done.

Q Is it not possible he did the same thing for Rancho

Palo Verdes and Ironton, Ohio?

A I could have..
Q Thus explain the difference?
A It does not. In that case it is difficult for

us to understand, why he presented us with that figure when he
was discussing in his time here that these were 12 cable systems
that were unregulated. We had questioned him about producing
a list for us, the data for those 12 cable systems.

Q Turning to page 3 of this sample exhibit, are you

saying that all 1976 Form 3 systems are understated by 12-1/2%?

Hecurate cﬁ?qboztbyy C]z, e
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A No. I am saying to the best of my ability, I
was able to identify six of the 12 cable systems, six of the
12 franchises, do you prefer, Mr. Feldstein?

Q Yes.

A Six of the 12 items listed with the rates shown
and the subscribers listed as falling into a Form 3 category
in 1976. That is if cable systems had paid royalties in 1976.

Q Do you think that these six Times-Mirror
unregulated franchised communities are any awy representative
of all of the listings in’the fact book?

A Well, I do not think so.

0] Thus are you not trying to project these systems
to represent all of the Form 3 systems?

A No.

The data that we have in terms of using the
fact book when we have discussed this before, relates to two
problems with the fact book. Two of many. One of them is that
the fact that the number of subscribers is not current.

Secondly, the rates shown are not current. The
term issued by Mr. Young at least gives us presumably a firm
look on one of those two factors. That is the rafe charged
by the cable systems in 1976. All that we have here is to
indicate that assuming the subscribers data were righg, the
mere fact that the number of subscribers was correct'iﬁ the
fact book, the fact that rates were out of date, it still

would result in an understatement in the area of 12 per cent.

HAccurate chqposzgy Cjo” The.

(202) 726-3801




oj 24

10

11 .

12

13

14

15

16

17

18

18

20

21

22

23

24

25

(3] Again, Mr. Cooper, you are not referring to
systemg here. You are referring to franchises; is that correct?

A Oh, dear. We areldealing, Mr. Feldstein--
my expectations when Mr. Young was testifying about cable systéms
and we asked him to turn in cable systems data, that is what
he turned in. The extent to which we are nSW using the word
francdhise is various cable systems to explain the difference
to us of erroneous data or errors made in the delivery of the
terms not completely comprehensible to me. I think that Mr.
Young may be using franchises and cable systems interchangeably
or he may not. We asked for cable system. He testified about
cable systems. And we assume that they are cable systems. In
any event, I don't think this significantly effects CRO 3
cable exhibits.

The fact we are holding.constant the rate change on

October '76 as reported by Mr. Young.

Q Mr. Cooper, you testified yesterday that the addi-
tional subscriber was what made cable profitable. The
increase in subscribers.

MR. ATTAWAY: Excuse me. I object to that. I

don't believe Mr. Cooper did testify to that. I read in the
testimony of Mr. Addiss.

MR. FELDSTEIN: And then asked many a dquestion.

“He stated he thought profits went up by two factors;. one when

you added subscribers to existing systems and two the addition

of new services like pay TV.
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MR. ATTAWAY: With that clarification, I will

withdraw the objection.
MR. FELDSTEIN: Thank you.-
BY MR. FELDSTEIN:
Q If a cable system were not yet profitable, would
the addition of new subscribers add profit to that system?
A It would certainly, it were not profitable after

the addition of services, it should signficantlyhreduce.their

lossf
Q Reduction of- loss or contribution to expense?
A A contribution to the operating margins of the
system.
Q I believe that the testimony of Mr. Collins,

which: Mr. Attaway yesterday talked about that revenue b;ing
largely a contriﬁution to the system éxpense.

A Towards offsetting the system's expense. I can't
visualize how revenue contributes to that.

MR. FELDSTEIN: They are accountant terms. What
we call an offset, those expenses are.a contribution to
meeting those extensions. What Mr. Cooper adds subscribers?

THE WITNESS: The addition of services, marketing
door to dooxr campaigns, probably expansidn of the cable system
to areas that were not previously wired, any large number of
factors.

BY MR. FELDSTEIN:

Q I did not express myself clearly. What would add
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subscribers to a fully built, existing system?

A Assuming no expansion in the area served, it
would probably be primarily a change in programming. It could
also' be improved marketing of the systems. But, I would say
primarily it would be a change in the services being offered
to subécribers.

- MR. FELDSTEIN: For the record, on page 8 and other
places in the transcript of Monday, October 6th, Mr. Young, in
talking about regulatgd and deregulated continually referred
to franchises, not systems.

I have no more gquestions of Mr. Cooper.

COMMISSIONER BRENNAN: Madam Chai;man, my
inter&ention now, I suppose, could be characterized more
properly as an observation rather than questions for the witness.

As I anticipated Mr. Feidstein in asking
questions of the witness late yesterday, it produced some
extremely interesting, possibly surprising answers as to the
understanding of the joint copyright owners concerning the role
of the CRT if your plan is adopted as submitted by this body.

I am referring to the testimony that the intent of the plan

_involves allowing individual cable operators to, in the next

several years, submit petitions to this body relief on
practically any basis not limited to regulatory restraint.
I trust that when the joint copyright owners

submit their proposed findings and conclusions, that as part
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of that package, there will be included proposed regulations29

in this area, together with appropriate legal supporting
authority.

Anéther question which readily comes to mind iswho
will pay ?he ddditional costs - of such proceedings. I think
that also should be addressed at that time.

- Thank you, Madam Chairman.

CHAIRMAN BURG: This is a good placé té.break

for a few moﬁents.

(A brief recess was taken.)
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CHAIRMAN .BURG: Back on the record. You may
continue, Mr. Attaway.
REDIRECT EXAMINATION
BY MR. ATTAWAY:

Q Mr. Cooper, I would like to approach redirect in
reversed order of the cross-examination. I will hit first
that which is most fresh in our minds., I would like to
start with the comments of Commissioner Brennan and also
the cross-examination, some of the cross—examination of
Mr., Feldstein yesterday.

It relates to the treatment of rate regulation
as an extenuating factor in the decision of this Tribunal
and how thig issue relates to our proposal. Would you refer
please, to Copfright Owner Exhibit R7, specifically page 2?

Is it true that so far in this proceeding, these
are the only concrete éxamples of cable systems or cable
franchises as we now understand them to be that are totally
deregulated?

A . Yes, This is what Mr. Young made-a very big
point of.

Q I don't recall any other specific examples of

unregulated systems with which we can compare with regulated

. systems to see the difference. What was the result of your

comparison with these unregulated systems to ‘the regulated

systems of Times-Mirror?
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A It indicated a difference of three percent in their

average rate for the first set. {

Q In other words, the regulated systems were three
percent higher? The average rates,

A No. The average rates for the nonregulated systems

were three percent higher than fog all Times-Mirror systems.
- Q BHow does this relate to your analysis of the CRT
survey and the differences in the average rate of regulated
and nonregulated systems?

A I believe tﬁey caincide almost exactly.

Q Is it your C0Q01USi0n then that the significance
of this factor, rate regulation, based on the evidence we
now have in the record, is very, very small?

A Yes, sir. '

0 Would you suggest to the Tribunal that rate regula-

- tion be considered in any way as extenuating factor?

A I think the Tribunal is still required to consider
it, but I think the Tribunal should review it with very minor
significance.

Q Based on the evidénce. in the record, the difference
between regulated and unregulated systems is very slight. You
have just said. Could you not or would you not recommend
to the Tribunal that it dismiss regulation as an egtenuating
factor and not entertain individual reqguests ' or ‘industry

requests that this factor be considered to decrease the amount
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